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SEIDEL
SCHROEDER

CERTIFIED PUBLIC ACCOUNTANTS / BUSINESS ADVISORS

INDEPENDENT AUDITORS’ REPORT

Board of Commissioners
Fort Bend County Emergency Services District No. 3

We have audited the accompanying financial statements of the governmental activities and
each major fund of the Fort Bend County Emergency Services District No. 3, (the “District™)
as of and for the year ended December 31, 2015, and the related notes to the financial
statements, which collectively comprise the District’s basic financial statements as listed in
the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of
America; this includes the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

| Opinions

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities and each major fund
of the Fort Bend County Emergency Services District No. 3 as of December 31, 2015, and the
respective changes in financial position and budgetary comparison for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 3 through 5 be presented to supplement the
basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to
be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information
for consistency with management’s responses to our inquiries, the basic financial statements,
and other knowledge we obtained during our audit of the basic financial statements. We do
not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Brenham, Texas .
May 12, 2016 S“M Shecocses



Fort Bend County
Emergency Services District No. 3
P.O. Box 295
Orchard, Texas 77464

Management’s Discussion and Analysis

The following discussion and analysis provides an overview of the financial activities of the Fort
Bend County Emergency Services District No. 3 for the year ended 2015. The information
presented herein should be considered in conjunction with the financial statements identified in
the accompanying table of contents.

Using the Accompanying Financial Statements

The Statement of Net Position and the Statement of Activities are statements required under
GASB 34 and provide information about the activities of the district as a whole and present a
longer-term view of the District’s finances.

Overview of the Financial Statements

The annual report consists of three parts — Independent Auditors Report, Management
Discussion and Analysis, Basic Financial Statements and Fund Financial Statements.

e The first statement shows Statements of Net Position and Governmental Funds Balance
Sheet.

e The next statement presents the Statement of Activities and Governmental Fund
Statement of Revenues, Expenditures and Changes in Fund Balance.

The financial statements also include notes that explain some of the information in the financial
statements and provide more details.

Reporting the District as a Whole

The accompanying Government Wide Financial Statements include two statements that
present financial data for the district as a whole. The Statement of Activities reports information
about the district as a whole and about its activities. These statements include all assets and
liabilities using the accrual basis of accounting. All the current year revenues and expenses are
taken into account regardless of when funds are received or paid.

These two statements report the District’s net position and liabilities and changes in them. The
difference between the District’s assets and liabilities are one way to measure the district’s
financial position.



Reporting the District’s Most Significant Funds

The fund financial statements provide detailed information about the District’s general fund
which is the only fund.

e General fund is a governmental fund. This fund focuses on how much money flows into
and out of the district and the balances left at year end that are available for spending.
The governmental fund statements provided detailed short term view of the District’s
general government operations and the basic services it provides.

Government-Wide Financial Statements

Statement of Net Position

2015 2014

Current & Other assets $ 271,644 $ 254,710
Capital assets 96,585 110,141
Total assets 368,229 364,851
Outstanding debt 70,383 91,734
Other liabilities 6,346 7,541
Total liabilities 76,729 99,275
Deferred inflows of

resources 73,187 44,255
Net investment in capital

assets 26,202 18,407
Restricted net position - -
Unrestricted net position 192,111 202,914
Total net position 218,313 221,321

Statement of Activities
2015 2014

Property tax revenue $ 156,150 $ 172,103
Other income 2,066 8,427
Total revenue 158,216 180,530
Professional fees 16,863 17,986
Other administrative

expenses 7,270 14,676
Department expenses 137,091 78,999
Total expenses 161,224 111,661
Change in net position (3,008) 68,869

As of December 31, 2015, the District had net position of $218,313. As of December 31, 2014
net position was $221,321 for a net decrease of $3,008.



Property taxes decreased by $15,953 in 2015 due to a decrease in the property tax values for the
2014 assessment.

Department expenses decreased by $7,406 in 2015 due to a decrease in operating expenses by
the Orchard Volunteer Fire Department.

General Fund Budget

Differences between the original budget and the actual income/expense are summarized as
follows:

e Overall, expenses were $5,417 less than budgeted in 2015. Payments to the Fire
Department were below the budgeted amounts by $7,888 due to lower expenses than
expected.

Long Term Debt

At the end of the 2015 fiscal year, the District owed $70,383 on the capital lease. The lease was
for the purchase of a fire truck that was leased to the Orchard Volunteer Fire Department.

Contacting the District’s Financial Management

This financial report is designed to provide our taxpayers, customers, and creditors with a
general overview of the District’s finances and to show the District’s accountability for the
money it receives. If you have a question about this report or need additional information,
contact Fort Bend County Emergency Services District No. 3, P.O. Box 295, Orchard, Texas
77464.



FORT BEND COUNTY EMERGENCY SERVICES DISTRICT NO. 3
Statement of Net Position and
Governmental Funds Balance Sheet
December 31, 2015

General Statement of
Fund Adjustments Net Position
ASSETS
Cash $ 195,123 $ - $ 195,123
Receivables, tax 12,783 - 12,783
Prepaid insurance - 1,672 (4) 1,672
Due from Fort Bend County Tax Office 62,066 - 62,066
Capital assets - 96,585 (3) 96,585
Total Assets $ 269,972 98,257 368,229
LIABILITIES
Accounts payable 3,400 - 3,400
Accrued interest - 2,946 (1) 2,946
Current portion of lease obligation - 22,373 (1) 22,373
Lease obligation, net of current portion - 48,010 (1) 48,010
Total Liabilities 3,400 73,329 76,729
DEFERRED INFLOWS OF RESOURCES
Unavailable revenue 85,139 (11,952) (2) 73,187
Total Deferred Inflows of Resources 85,139 (11,952) 73,187
FUND BALANCE / NET POSITION
Fund Balance:
Assigned 100,467 (100,467) -
Unassigned 80,966 (80,966) -
181,433 (181,433) -
Total Liabilities, Deferred Inflows of $ 269,972
Resources, and Fund Balances
Net Position:
Net investment in capital assets 26,202 26,202
Restricted - -
Unrestricted 192,111 192,111
Total Net Position $ 218,313 $ 218,313

(1) Long-term liabilities are not due and payable in current year and therefore are not reported in the general fund.

(2) Long-term assets are not available to pay for current period expenditures and therefore are deferred in the funds.

(3) Capital assets are not financial resources and are not reported in the general fund.

(4) Prepaid assets in governmental activities are not financial resources and therefore are not reported in the
governmental funds.

The notes to the financial statements are an integral part of this statement.



FORT BEND COUNTY EMERGENCY SERVICES DISTRICT NO. 3
Statement of Activities and
Governmental Fund Statements of Revenues, Expenditures,
and Changes in Fund Balance
For the Year Ended December 31, 2015

General Statement
Fund Adjustments of Activities
Revenues:
Property taxes $ 154,680 § 018) (3) $ 153,762
Penalty and interest 2,388 - 2,388
Interest income 184 - 184
Miscellaneous 1,882 - 1,882
Total revenues 159,134 (918) 158,216
Expenditures/expenses:
Administrative:
Tax collection fee 1% 1,860 - 1,860
Central Appraisal District fees 1,013 - 1,013
Professional fees 16,863 - 16,863
Office 2,105 (343) (¥ 1,762
Advertising 85 - 85
Board fee 2,400 - 2,400
Miscellaneous 150 - 150
Department:
Orchard Volunteer Fire Department
Operations 102,660 - 102,660
Station improvements 17,380 - 17,380
Depreciation expense - 13,556 (4) 13,556
Debt service:
Principal 21,351 (21,351 (1) -
Interest 4,389 (894) (2) 3,495
Total expenditures/expenses 170,256 (9,032) 161,224
Change in fund balance/
net position (11,122) 8,114 (3,008)
Fund balance / net position:
Beginning of the year 192,555 28,766 221,321
End of the year $ 181,433 § 36,880 $ 218,313

(1) Repayment of lease principal is an expenditure in general fund, but the repayment reduces long-term liabilities
in the Statement of Net Position.

(2) Some expenses reported in the Statement of Activities do not require the use of current financial resources
and, therefore, are not reported as expenditures in the general fund.

(3) In the governmental fund, property taxes that are receivable, but not available are not recognized as income
and are deferred.

(4) General fund reports capital outlays as expenditures. However, in the Statement of Activities the cost of those
assets is allocated based upon their estimated useful lives and reported as depreciation expense. This is the
amount by which depreciation exceeded capital outlays in the current period.

(5) ‘Some expenses reported in the statement of activities do not require the use of current financial

resources and, therefore, are not reported as expenditures in the governmental fund.

The notes to the financial statements are an integral part of this statement.



FORT BEND COUNTY EMERGENCY SERVICES DISTRICT NO. 3

General Fund

Statement of Revenues, Expenditures and Changes in Fund Balance

Budget and Actual
For the Year Ended December 31, 2015

Variance with

Original Final Final Budget
Budget Budget Actual Over/(Under)
Revenues:
Property taxes 148,673 148,673  §$ 154,680 § 6,007
Penalty and interest - - 2,388 2,388
Interest income - - 184 184
Miscellaneous - - 1,882 1,882
Total revenues 148,673 148,673 159,134 10,461
Expenditures:
Administrative
Tax collection fee 1% 3,000 3,000 1,860 (1,140)
Central Appraisal District fees 1,030 1,030 1,013 (17)
Professional fees 15,300 15,300 16,863 1,563
Bond fee 125 125 - (125)
Office 50 50 2,105 2,055
Board reimbursment fee 2,400 2,400 2,400 -
Advertising 100 100 85 (15)
Miscellaneous - - 150 150
Fire Protection and Safety:
Orchard Volunteer
Fire Department:
Operations 65,728 92,728 102,660 9,932
Station improvements 35,200 35,200 17,380 (17,820)
Debt service:
Principal 25,740 25,740 21,351 (4,389)
Interest - - 4,389 4,389
Total expenditures 148,673 175,673 170,256 (5,417)
Change in fund balance - (27,000) (11,122) 15,878
Fund balance, beginning of the year 192,555 192,555 192,555 -
Fund balance, end of the year 192,555 165,555 §$ 181,433 § 15,878

The notes to the financial statements are an integral part of this statement.




FORT BEND COUNTY EMERGENCY SERVICES DISTRICT NO. 3
Notes to Basic Financial Statements
December 31, 2015

Summary of significant accounting policies

The accompanying financial statements include all funds of Fort Bend County Emergency
Services District No. 3 (the District). The accounting policies of the District conform to
generally accepted accounting principles. The following is a summary of the more significant
policies:

A.

Reporting entity

The District is a political subdivision created under Article III, Section 48-d, of the
Texas Constitution by an affirmative vote of the Texas State Legislature in 1988. The
District operates under Chapter 775 of the Health and Safety Code.

Basis of presentation

Government-wide Financial Statements

The Statement of Net Position and Statement of Activities display information about
the reporting government as a whole. Governmental activities consist of only the
general fund, as the general fund is the only fund of the reporting entity.
Governmental activities generally are financed through taxes, intergovernmental
revenues, and other non-exchange revenues.

Fund Financial Statements

The operations of the general fund are accounted for with a separate set of self-
balancing accounts that comprise its assets, liabilities, deferred inflows and outflows,
fund equity, revenues, and expenditures, as appropriate. This fund is a governmental
fund which is the general operating fund of the District. It is used to account for all
financial resources.

Measurement focus and basis of accounting

Measurement Focus is a term used to describe “which” transactions are recorded
within the various financial statements. Basis of accounting refers to “when”
transactions are recorded regardless of the measurement focus applied.

Measurement Focus
On the government-wide Statement of Net Position and the Statement of Activities,

governmental activities are presented using the “economic resources” measurement
focus. The accounting objectives of this measurement focus are the determination of



FORT BEND COUNTY EMERGENCY SERVICES DISTRICT NO. 3
Notes to Basic Financial Statements
December 31, 2015

operating income, changes in net position (or cost recovery), financial position, and
cash flows. All assets and liabilities (whether current or noncurrent) associated with
their activities are reported.

In the fund financial statements, the “current financial resources” measurement focus
is used. Only current financial assets and liabilities are generally included on this
balance sheet. The operating statement presents sources and uses of available
spendable financial resources during a given period. The general fund uses fund
balance as its measure of available spendable financial resources at the end of the
period.

Basis of Accounting

In the government-wide Statement of Net Position and Statement of Activities,
activities are presented using the accrual basis of accounting. Under the accrual basis
of accounting, revenues are recognized when earned and expenses are recorded when
the liability is incurred or economic asset used. Revenues, expenses, gains, losses,
assets, and liabilities resulting from exchange and exchange-like transactions are
recognized when the exchange takes place.

In the fund financial statements, governmental funds are presented on the modified
accrual basis of accounting. Under this modified accrual basis of accounting,
revenues are recognized when “measurable and available.” Measurable means
knowing or being able to reasonably estimate the amount. Available means collectible
within the current period or within sixty days after year end. Expenditures (including
capital outlay) are recorded when the related fund liability is incurred.

Use of estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Risk management

The District is exposed to various risks of loss from torts: theft of, damage to, and
destruction of Department assets; business interruption; errors and omissions; injuries;
and natural disasters. Commercial insurance coverage is purchased for claims arising
from such matters. Settled claims have not exceeded this commercial coverage in any
of the three preceding years.
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FORT BEND COUNTY EMERGENCY SERVICES DISTRICT NO. 3
Notes to Basic Financial Statements
December 31,2015

Income taxes

The District is a political subdivision under the laws of the State of Texas and,
therefore, is exempt from federal income tax.

Capital assets

Capital assets which includes equipment is reported in the governmental activities
column of the government-wide financial statements. The district defines capital
assets as assets with an estimated useful life greater that one year for equipment. All
capital assets are valued at historical cost or estimated historical cost if the actual
historical cost is unavailable. The costs of normal maintenance and repairs that do not
add to the value of the asset or materially extend the asset life are not capitalized.
Improvements are capitalized over the remaining useful lives of the related capital
assets.

Depreciation of all exhaustible capital assets is recorded as an allocated expense in the
Statement of Activities, with accumulated depreciation reflected in the Statement of
Net Position. Depreciation is provided over the assets’ estimated useful lives using
the straight-line method of depreciation over the following estimated useful lives:

Machinery and equipment 20 years

In the fund financial statements, capital assets used in governmental operations are
accounted for as capital outlay expenditures of the governmental fund at the time of
acquisition.

Fund equity

Government-wide statements
Equity is classified as net position and displayed in three components:

a. Net investment in capital assets — consists of capital assets including restricted
capital assets, net of accumulated depreciation and reduced by the outstanding
balances of any bonds, mortgages, notes or other borrowings that are attributable
to the acquisition, construction, or improvement of those assets.

b. Restricted net position — consists of net position with constraints placed on the use
either by (1) external groups such as creditors, grantors, contributors, or laws or
regulations of other governments; or (2) law through constitutional provisions or
enabling legislation.

11



FORT BEND COUNTY EMERGENCY SERVICES DISTRICT NO. 3
Notes to Basic Financial Statements
December 31, 2015

Assigned fund balance

As of December 31, 2015 the Board has assigned $100,467 for capital outlay expenditures for
the District or the Orchard Volunteer Fire Department.

Contract with Orchard Volunteer Fire Department

The District has entered into a contract with the Orchard Volunteer Fire Department. Within
the District’s geographical area, the Department has agreed to provide fire prevention and
medical emergency training and to respond to requests for assistance in the event of fire
and/or medical emergencies. The District has agreed to pay the Department’s monthly
submitted and approved bills not to exceed the taxes collected less the District’s
administrative expenses.

Capital Assets

The following is a summary of capital asset activity during the year ended December 31,
2015.

Balance at Balance
Dec. 31, Additions/ Retirements/  Dec. 31,
Governmental activities 2014 Completion Adjustments 2015
Capital assets being depreciated
Machinary and equipment $ 271,116 § - $ - § 271,116
Total at historical cost 271,116 - - 271,116
Less: accumulated depreciation for:
Machinery and equipment 160,975 13,556 - 174,531
Total accumulated depreciation 160,975 13,556 - 174,531
Total capital assets being depreciated, net 110,141 (13,556) - 96,585
Governmental activities capital assets, net $ 110,141 § (13,556) $ - $ 96,585

Long-term debt

The District along with the Orchard Volunteer Fire Department has entered into a lease
agreement as lessee for financing a fire truck used by the Department. Assets under lease total
$271,116 and are reported in the Government-Wide Financial Statements net of accumulated
depreciation of $174,531. Amortization expense is included in depreciation expense. The
following is a schedule of the future minimum lease payments under this lease and the present
value of the minimum lease payments at December 31, 2015:

14



FORT BEND COUNTY EMERGENCY SERVICES DISTRICT NO. 3
Notes to Basic Financial Statements
December 31, 2015

Year Ending December 31:
2016 $ 25,740
2017 25,740
2018 25,740
Total minimum lease payments 77,220
Less: amount representing interest cost (6,837)
Present value of minimum lease payments $ 70,383

Changes in Long-Term Liabilities. During the year ended December 31, 2015, the following
changes occurred in long-term debt:

Beginning Ending  Due within
Balance Additions  Reductions Balance One Year

Capital lease obligation $ 91,734 § - $ 21351 $ 7038 § 22373

Commitments

The Fire Department entered into a capital lease for a 2000 Gallon Tanker Truck in 2006 and
received a grant of $108,000 to be applied to this purchase. The truck was received and
placed in service in 2007. Based upon the agreement with the Fire Department, the District
will reimburse the Department for the remaining payments toward this purchase. Payments of
$16,095 will be paid annually until 2018.
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